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ADDITIONAL RESOURCES

Brief summaries of alills that passed during the 2020 and R@gdlative sessions that had a fiscal
impact onthis department are available in Appendix A of the annual Appropriations Report:
https://leg.colorado.gov/publications/appropriatieeportfiscalyear202122

The online version of the briefing document, which includes the Numbers Pages, mayppe found
searching t he budget document s loy n visitingh e Ge
leg.colorado.gov/content/budget/budgiicumentsOnce on the budgelocuments pageelsct

the name of thislepartment'®epartment/TopRriefing" undeMypgand ensure th&art datand

End datencompass the date a document was presented to the JBC.
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DEPARTMENT OFLABOR AND
EMPLOYMENT

DEPARTMENT OVERVIEW

The Colorado Department of Labor and Employment (CDLE) administers seven divisions. A brief
description of each diioa and its functions is provided below.

ExXEcUTIVE DIRECTORSOFFICE

1T Provides administrative anidsiohsercdipnogramsaihcludngp por
accounting, budgegin and human resource functiohsuses the special purpose State
Apprenticeship Agency.

DivISION OF UNEMPLOYMENT INSURANCE

1 Collects unemployment insurance premiums and surcharges from employers; administers the
payment of unemployment insurance bertefitsdividuals who become unemployed through
no fault of their ownand conducts audits and investigations to ensure proper payment of
premiums and benefits.

DIVISION OF EMPLOYMENT AND TRAINING

1 Workforce Development &asisejsb seekers with job training and placement. Workforce Centers
provide a variety of freergiees to assist job seekers and employers including: job listings;
computer and internet access; career counseling and training; recruitsweernong, and
referral services; tax credits for employers; and training reimbursement for e@ploers.
directly administers the rural consortium, while the rest are locally administered by the county and
funded by CDLE.

1 TheColorad&orkforce Development @awbds workforce policy recommendations; designates
local workforce investment areas; coorelinthie delivery of workforce development programs;
and reviews the allocation of federal Tftkads for adult employment and training activities and
for youth activities.

1 TheJust Transitions Gffippors coal workers, employers, and communitidgeggplan for the
future closings of coal plants

DIVISION OF LABOR STANDARDS AND STATISTICS

1 Administers employment and labor laws pertaining to wages paid, hours worked, minimum wage,
labor standards, child labor, employmelated immigration lawsgamorking condition$t also
conducts all union agment elections, certifiabunion provisions, and investigates and
mediates allegations of unfair labor practices.

1 The Labor Market Informasioiadivision provides annual and monthly informatiogeneral
labor market trends including unemployment rates, industry trends, and employee compensation
by region and industry.
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DiviSiON OF OIL AND PUBLIC SAFETY

i Establishes and enforces rules, regulations, and statutes that govern amusement rides and device
explosives; boilers; conveyances; fuel products; underground and aboveground petroleum storage
tanks; cleanup of petroleum spills; and reimbursement of cleanup costs to qualifying storage tank
owners/operators.

DiviSiION OF WORKERS COMPENSATION

1 Reguhtes the workers compensation industry in Colo@dErsees workers' compensation
injury claims and compliance, mediates disputes, and administers the Medical Disasters (injuries
prior to 1971), Major Medical (injuries from 1B9d1), and Subsequent tpji(more than one
industrial injury or injury at more than one employer) Insurance Programs.

DIVISION OF VOCATIONAL REHABILITATION

i Oversees vocational rehabilitation programs designed to enable individuals with any type of
disability to participate inehworkforce.These programs include VocatioRahabilitation
Services, Schem-Work Alliance Program, Vocational Rehabilitation Mental Health Services,
Independent Living Services, Business Enterprises Program for Individuals who are Blind, and
the BusiesEnterprise$rogram.

DivISION OF FAMILY AND MEDICAL LEAVE INSURANCE

i Oversees the State Family and Medical Leave Insurance program after the passage of Proposition
118.

DEPARTMENT BUDGET: ECENT APPROPRIATIONS

FUNDING SOURCE FY 201920 FY 202621 FY 202122 FY 202223 *
General Fund $25,519,88: $18,494,327 $20,396,76¢ $22,537,15:
Cash Funds 82,643,25¢ 96,509,31: 144,555,50¢ 101,893,28¢
Reappropriated Funds 10,092,73% 6,388,20C 6,436,493 6,523,79€
Federal Funds 153,713,23¢ 159,309,76¢ 180,595,866 186,118,86¢
TOTAL FUNDS $271,969,10' $280,701,60: $351,984,63t $317,073,09!
Full Time Equiv. Staff 1,292.8 1,292.7 1,315.9 1,321.9

*Requested appropriation.

Funding for the Departmentiofibor and Employmeirt FY 202-22 consists of 5.8ercent General
Fund,411 percent cash fundk8percent reappropriated funds, &hdBpercent federal funds.
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DEPARTMENT BUDGET: GRAPHIC OVERVIEW

Department's Share of Statewide General Fund

0.2%

Based on the FY 2022 appropriation.

Department Funding Sources

General Fundl 5.8%

Reappropriated FundI 1.8%

Based on the FY 2022 appropriation.
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Distribution of General Fund by Division

Vocational Rehabiltatio N =2
Executive Director's Ofﬁc_ 29.5%

Employment and Trainin. 7.2%

Division of Labor Standard
and Statistics . 4.6%

il and Public Safet)} 0.5%

Family and Medical Leave

0.0%
Insurance

Unemployment Insurance 0.0%

Workers' Compensation 0.0%

Based on the FY 2022 appropriation.

Distribution of Total Funds by Division

Employment and Trainin_ 34.0%
Unemployment Insuranc_ 20.5%

Executive Director's Offic- 17.6%
Vocational Rehabilitatio- 17.4%

Workers' Compensatio. 6.2%

Division of Labor Standard
and Statistics ' 2:2%

Oil and Public Safet)l 1.8%

Family and Medical Leave

0.3%
Insurance

Based on the FY 2022 appropriation.
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GENERAL FACTORS DRIWG THE BUDGET

WORKFORCE DEVELOPMEN PROGRAMS

Workforce developmeprograms provide employment services for businesses and job training and
placement services for job seekers through a netivetdtedand countyrun workforce centers.

These programs accountfor3@r cent of t h etardar@duiven byaaorhbingtionb u d g ¢
of discretionary decisions by the General Assembly and custodial federal fund allocations from the
U.S. Department of Labor.

EMPLOYMENT AND TRAINING FUNDING (MILLIONS)

Federal Funds m Cash Funds m General Fund = Reappropriated Funds

*FY22-23 I
FY21-22 ___________________________________________________
FY20-21 L
FY19-20 L
FY18-19 L
FY17-18 L
FY16-17 I
$0 $20 $40 $60 $80 $100 $120

The majority of federal funding goes towards Workforce Innovation and Opportunity Act prodsupporting state workfol
centers thishas been declining for years in response to Colorado's low umempiafe. As federal funding was previ
decredsg,the General Assembly has added some General Fund fomspktdate development programs.

Employment and Training programs in the state have seen a signifidarfuskiifig during the

last fewfiscal years due to initial expected revenue deaghdeben an influx ainetime federal

pandemic relief funding and incre&&de revenue projections. These chamgeded

i $15.0 milliorin cash fund$or the Just Transition progrgh.B. 21-1290)

1 $60.0 millionn American Rescue Plan Act (ARPJY)ds via the Workers, Employers, and
Workforce Centers Cash Fundsupport employment and train{rhB. 211264)

DIVISION OF VOCATIONAL REHABILITATION AN D INDEPENDENT
LIVING SERVICES

In 2016thenewly created Division of Vocational Rehabilitation and Independent Living\Basvices
establishedithin CDLEto administeservices previously provided by Begpartment of Human
ServicesThis Division accountdor 174 percent of the Departmentannual appropriation
Historically, thelemand for vocational rehabilitation seryiasdetermined the budgewever, in

the last few yeaiishasalso been drivany discretionary decisions of the General Assembly to add

or reduce General Fund sugpthe willingness of school districts and other entities to provide the
match required for federal vocational rehabilitation funds, and the size of the annual federal grant
availableTheDivision has two areas of programming

(A) Vocational RehabiitatProgramiich assist individuals whose disabilities result in barriers to
employment or independent living with attaining and maintaining employment and/or independent
living. Most vocational rehabilitation program semietsided through a 78.7rpent federal fund

match rate t@1.3 percent nefederal funds.
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(B) The Officelnflependent Living Sdisidbates funding to the nine Independent Living Centers in
Colorado that provide services to individwétls significant disabilitieSsundng for independent
living services primarily comes from the General Fund.

VOCATIONAL REHABILITATION FUNDING (MILLIONS)
$75

Office of

$50 Independent Living
Services

$25 = Vocational
Rehabilitation

% Programs

FY16-17 FY17-18 FY18-19 FY19-20 FY20-21 FY21-22

UNEMPLOYMENT INSURANCE PROGRAMS

Unemployment Insuran€el) Programsccount for 20.percent® t he Depart ment 0 s
provide temporary compsation to individuals who afigible for unemployment insurance.

DISTRIBUTION OF UNEMPLOYMENT |NSURANCE BENEFITS

Ul claims are paid from the Unemployment Insurance Trust Fund (THER)ITF isfundedvia
employer premiums and resides in the federal tréaporyion of premiums are also deposited into
funds used to pay for state program administration (the Employment Support Fund and the
Employment Trainingna Technology Fund). Thdl Programis a federadtate partnership
Ecoromic cycles drive the demand for this programgtoveingeconomy, the number of claims is
lower, resultig in fewer benefits being paid dhis both reduces the demand for state administrative
activities and builds up the balance obtifi&. When theeconomy contracgtthe number of claims

and benefits paid increases, increasing administrative costs and reducing the bdlHmée of the

COLORADO UNEMPLOYMENT INSURANCETRUSTFUND BALANCE
(MILLIONS)

$1,500

$1,000
> -

$(500)
$(1,000)

$(1,500)
2000 2003 2006 2009 2012 2015 2018 2021

ADMINISTRATIVE FUNDING SHOWN IN THE STATE BUDGET

The appropriation for Ul Programs in the Long Bill reflectsasteo€administerid) Programs.
Pursuant testatute the funds used to pay benefits are not subject to appropriation by the General
Assembly and do not appear in the Long Bill
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1 In FY 201920, prior to any adjustments for the pandemic, the buddleisfeection reflected
$30.9 million in federal cus@dfunds and $15.3 million inat® cash fundsAdditional
administrative costs related to@@VID-19disaster emergency weosered by federal funds,
which wee not subject to appropriation.

1 In FY 202021 federal fuding from the Coronavirus State Recovery Fund reached $115 million
in order to administer extended federal Ul bené&fts.federal funding can bgpened by
CDLE overthe next few years.

UNEMPLOYMENT INSURANCEPROGRAM FEDERAL AND CASH FUND
APPROPIATIONS(MILLIONS)

$150

$100

Cash Funds

$50
- - . . = Federal Funds
$-

FY16-17 FY17-18 FY18-19 FY19-20 FY20-21 FY21-22 FY22-23*

WORK E R S 0PENSAMON

The Division regulates the privadifersfrooUliner sd c
that the State does not directly provide benefits except in the case of Major Qbéatiadh

employers are required to carry workers' compenissturance to pay for medical expenses incurred
during the ®atment of workelated injuriesThe Division of Workers' Compensatameounts of

6.2 percent of [@partment appropriatigns entirely cash funded, gmdvides services to support

this mandateThisis driven by the number of workers injured in a given year and the number of
hearings requested by an employer, insurance company, or injured worker to deteremeditehat b
should be providedlVorkers' Compeasion progranadministrative activities are supported by cash
fund surcharges on wor theseare Subjecton@gppropsatian ibyothe pr e |
General Assembly

WORKER'S COMPENSATION CLAIMS FILED

38,000

36,000

34,000  @u——
32,000

30,000
FY11-12 FY12-13 FY13-14 FY14-15 FY15-16 FY16-17 FY17-18 FY18-19 FY19-20 FY20-21

TheCOVID19 pandemic i mpacted wovokagsr s6 compensat.i

1 There has been an overall incréastaims related to COVHDI. As of October 31 9,392
COVID related workersdo compensati emdal ai ms
claims filed that relate to COVID are admitted, or approved, withitdgobeing denied. This
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i s opposite of other types of wor ke+4hsdd c ompe
are admitted, while only etiérd tend to be denied.

2 At the same time, while overall claims are rising due to C@¥I® was also eduction in

other types of injuries due to low employment or elsatogthe workplace environment like
remote work.

18Nov-2021 8 LAB-brf



SUMMARY'FY 202122 APPROPRIATION& FY 2022

23REQUEST
DEPARTMENTOF LABORAND EMPLOYMENT
ToTAL GENERAL CAsH REAPPROPRIATED FEDERAL FTE
FuNDs FunD FuNDs FuNDs FuNDs
FY 202122 APPROPRIATION:
SB 21205 (Long Bill) 289,121,54( 19,644,267 82,444,914 6,436,493  180,595,86¢ 1,298.9
Other legislation 62,863,09¢ 752,501 62,110,59% 0 0 17.0
TOTAL $351,984,63(  $20,396,76¢  $144,555,50¢ $6,436,492 $180,595,86¢ 1,315.9
FY 202223 REQUESTED APPROPRIATION:
FY 202122 Appropriation $351,984,63! 20,396,76¢  $144,555,50! $6,436,49: $180,595,86( 1,315.9
R1 Wage theft enforcement spending 153,304 0 153,304 0 0 1.0
auhority
R2 Employment first initiatives 427,464 93,187 0 0 334,277 4.0
continuation
R3 Underground damage prevention fur 39,380 0 39,380 0 0 0.0
spending authority
R4 Veterans service to career program 0 0 (500,000) 0 500,000 0.0
refinance
Non-prioritized decision items 449,785 30,239 134,423 503 284,620 0.0
Annualize prior year legislation and bud¢ (68,529,412 168,683 (66,787,414 0 (1,910,681, (1.0)
actions
Centrally appropriated line items 16,487,082 1,848,276 8,663,28 78,689 5,896,83C 0.0
Indirect cost assessment 1,125,851 0 699,788 8,111 417,952 0.0
Technical adjustments 14,935,00¢ 0 14,935,00¢ 0 0 2.0
TOTAL $317,073,09! $22,537,15: $101,893,28! $6,523,79€ $186,118,86  1,321.9
INCREASE/(DECREASE) ($34,911,537 $2,140,385  ($42,662,223 $87,303 $5,522,99¢ 6.0
Percentage Change (9.9%) 10.5% (29.5%) 1.4% 3.1% 0.5%

R1 WAGE THEFT ENFORCEMEN T SPENDING AUTHORITY : The Department is requesting an

increase in cash spending authtwi$325,000This is arincrease of $153,384d 1.0 FTE in FY

202223, and $163,599 in FY 22Band future yeai®his request encompasses a legislative change

to Section &-113(3), C.R.S., tocrease the statutory cash fund limit on uncommésedves for
the Wage and TfieEnforcement Fundb an alternative maximum of $400,000 agceacess be

transferred to th&eneral Fund at the end of the fiscal yidgar.Department indicates that funding

is for the implementation of a theamformed program as defined in S.B2&l (Evidencéased
evaluation for budgef).egislation Required)

R2 EMPLOYMENT FIRST INIT IATIVES CONTINUATION : The Departmentequests a $427,4&dd

4.0 FTEcontinuation in fundinépr FY 202223 made up d893,187 General Fund and $334,277
federal inds andthenan additione$399,464 in FY 20231 and ongoing for the Employment First
Initiatives prograninitial funding for this program through S.B7Z6s set to end in June 2022, and

S.B. 21095 continued indefinitely the Employment First Pahiparsthe Departmentowever no

additional funding was allocated for the progFaese positions do not provide services directly to

individuals with disabilitiethey provide support for direct service providergsho work with

individuals with mossignificant disabilitie3he Department indicates that funding is for the

implementation of a theenyformed program as defined in S.B224. (Evidenebased evaluation
for budget).
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R3 UNDERGROUND DAMAGE PR EVENTION FUND SPENDI NG AUTH ORITY: This is a cash fund
spending authority requést $39,380 in FY 20223 and in all future years within the Division of

Oil and Public Safef®PS).This request requires a change in statutory language within Section 9
1.5104.7, C.R.S., to make theds continuously appropriated to Eigision to use for education

and outreach programs related to excavation and underground feauilitessly, excavation
requirement violen fines aredeposited within the Damage PreventiaMPV) Fund Although

the program is set up to allow funding for education and outreach prdgeaBvision does not
currently have the spending authority to use theseAsrses have been reviewed in recent years,
it has been evident that many of those found in igiolatere not aware of the Excavation
Requirements lawhe Division is requesting the authority to use these funds to provide greater
education on requirements aaducduture violationsThe Department indicates that funding is for

the implementation o& theoryinformed program as defined in S.B224. (Evidencbased
evaluation for budgef).egislation required).

R4VETERAN (& SERVICES TO CAREERPROGRAM REFINANCE : The Department requests a reduction

of $500,000 in cash fund spending authority amtiease of $500,000f@deral ind spending
authorityfor the Veterans Servide-Career PrograifySCP) until the program sunsets January 1,

2020. The Department is requesting the funding source be switched from the Marijuana Tax Cash
Fund (MTCF)to Federal American Rescue Plan Act (ARPA) funrdshe basis that forecasts are
showing MTCF revenues declinmodestlyand this loss in revenue is being attributed to COVID.

This program is currently fully funded through the transfer from MTCHeabBeéartment does

not want to risk thiprogram losing funding due to this decline.

NON-PRIORITIZED DECISION ITEMS: The request includes $449,785 inpraoritized decision
items.

NON-PRIORITIZED DECISION ITEMS

ToTAL GENERAL CAsH REAPPRCPRIATED FEDERAL
FTE

FuNDs FuND FuNDs FuNDs FunDs
Emjizg'd Family Medical Leave Act $371,656 $13,654 $97,950 $0 $260,052 0.0
OIT Budget package 56,788 14,191 24,987 503 17,107 0.0
Vehicle lease payments 18,099 1,448 10,859 0 5,792 0.0
DPA CSEAP resources 2,385 89 627 0 1,669 0.0
NP5 Food service and housekeeping 857 857 0 0 0 0.0
TOTAL $449,785 $30,239 $134,423 $503 $284,620 0.0

ANNUALIZE PRIOR YEAR LEGISLATION AND BUDGET ACTIONS: The request includes adjustments
for the secondand thirdyear impacts of jon year legislation.

ANNUALIZE PRIOR YEARLEGISLATION AND BUDGET ACTIONS

ToTAL GENERAL CASH REAPPROPRIATED FEDERAL
FTE

FunDs FunD FunDs FunDs Funps
HB 21-1007 State apprenticeship agency $342,055 $342,055 $0 $0 $0 4.9
SB18200 PERA unfunded liabjlit 177,360 0 177,360 0 0 0.0
SB 21131 Protect personal info 9,000 0 9,000 0 0 0.3
SB 21039 Elimination of submin wage 1,197 1,197 0 0 0 0.0
HB 201153 WINS 0 404,766 (404,766) 0 0 0.0
HB 211264 Funds workforce development (60,000,000 0 (60,000,000 0 0 0.0
HB 21-1290 Additional funding for JTO (6,000,000 0 (6,000,000 0 0 0.0
Employment first initiatives (2,407,926 (512,888) 0 0 (1,895,038 (4.0)
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HB 191107 Employment support and job (340,000) 0 (340,000) 0 0 (0.5
retention

HB 201415 Whistldbwers (187,593) 0 (187,593) 0 0 (2.5)
SB 21233 Ul division enterprise (75,000) (75,000) 0 0 0 0.0
SB 21087 Agricultural workers' right (40,512) 0 (40,512) 0 0 0.0
SB 21239 Statewide human services syste (5,741) (5,741) 0 0 0 0.0
HB 21-1194 Immigréon legal defense (1,347) (1,347) 0 0 0 0.1
HB 211149 Energy sector career (903) 0 (903) 0 0 0.7
Annualize prior year salary survey (2) 15,641 0 0 (15,643) 0.0
TOTAL ($68,529,412 $168,683 ($66,787,414 $0 ($1,910,681 (1.0)

CENTRALLY APPROPRIATE D LINE ITEMS: The request gludes adjustments to centrally
appropriated line items outlined in the table below.

CENTRALLY APPROPRIATEDLINE ITEMS

ToTAL GENERAL CASH REAPPROPRIATED FEDERAL
FTE
FuNDs FuND FuNDs FuNDs FuNDs

Payments to OIT $5,592,13¢ $1,39,745 $2,499,68¢ $50,329 $1,722,37¢ 0.0
Salary survey 4,456,591 464,230 2,254,663 23,897 1,713,801 0.0
Health, life, and dental 3,637,572 42,993 2,284,520 4,523 1,305,536 0.0
Leased space 754,831 49,002 347,403 0 358,426 0.0
AED 740,716 6,278 405,232 (109) 329,315 0.0
SAED 740,716 6,278 405,232 (209) 329,315 0.0
ALJ services 379,808 1,025 376,010 0 2,773 0.0
DPA Paid family leave 215,486 12,492 84,188 1,636 117,170 0.0
PERA Direct Distribution 190,943 (7,087) 133,431 (1,486) 66,085 0.0
Payment teisk management and 119,231 4,381 31,422 0 83,428 0.0
property funds

CORE adjustment 23,953 0 6,516 0 17,437 0.0
Shortterm disability 23,214 (132) 12,111 8 11,227 0.0
Shift differential 1,936 0 0 0 1,936 0.0
Legal services (345,625) (49,252) (164,342) 0 (132,031) 0.0
Wor kersd compensa (43,274) (1,538) (12,009) 0 (29,727) 0.0
Capitol Complex leased space (1,155) (139) (776) 0 (240) 0.0
TOTAL $16,487,08: $1,848,27¢ $8,663,287 $78,689 $5,896,830 0.0

INDIRECT COSTASSESSMENT. The request cludegheindirect cost assessment below.

INDIRECT COSTASSESSMENT

ToTAL GENERAL CASH REAPPROPRIATED FEDERAL FTE
FuNDs FuND FUNDs FUNDs FUNDs
Indirect cost assessment $1,125,851 $0 $699,788 $8,111 $417,952 0.0
TOTAL $1,125,85: $0 $699,788 $8,111 $417,952 0.0

TECHNICAL ADJUSTMENTS: Technical adjustments below were made to ensuiDepaetment
request matched Staff records.

TECHNICAL ADJUSTMENTS

TOTAL GENERAL CASH FTE
FunDs FunD FunDs
Base technical adjustment $14,935,00¢ $0 $14,935,00¢ 2.0
TOTAL $14,935,00¢ $0 $14,935,00¢ 2.0
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ISSUEWAGE THEFT SPENDINGAUTHORITY REQUEST

The Department is requesting additional spending authority as well as legislative changes to allow for
greater capacity and flexibility in addressing wage theft in Cdacado legislative changes and
authority have given the Department increased ability to enforce fat@vdstarhile also increasing

the complexity ahis work.

UMMARY

1 Increasing and unpredictable wage theft fine collections in the Division of lratzodS&nd
Statistics (DLSS) are putting pressure on the Wage Theft Enforcement Fund (WTEF) and its
uncommitted reserve cap.

i The Department is reporting increasengls and¢omplexity of wage theft violations due to
expansions in legislatireguiremerst and authority

i The Department requests increased spending authority as well as a legislative change to the
uncommitted reserve cap in ordecdatinue taeffectivédy maintainvage and labor standards.

DiscussION

DEPARTMENT REQUEST

1 Anincrease icashfund spending authority to $325,06860 increase of $3304 and 1.0 FTE in
FY 202223 and $163,599 irFY 202324 and in future years within the Division of Labor
Standards and Statistics.

i1 A legislative change 8ection &-113(3), C.R.S., tncreasehte statutory cash fund limit on
uncommittedreserves for the Wage and Thaftorcement Fod (WTEF) to an alternative
maximum of $400,000.

1 Any excess reserves above $400,000 in the WTEF be transferrégtetakeFund dhe end
of the fiscal year.

BACKGROUND

In 2015, he Colorado Wage Act assigiddSSto investigate, rule on, and order paysnen

individual wage complair@sior to 2015the Division wamuchsmaller andhostlyhelpednediate
disputesdetween partee mediations previouslyl notresult in rulings or orders to paiie Wage
Act resulted imitialhigh volumsof individual wage clairtiethavesincestabilized at aroun¢d80

annually.

INDIVIDUAL AND TOTAL ANNUAL WAGE CLAIMS

4,500 —=@==Total Claims

3,000 T—— ae / Individual Wage &

Hour Claims

1,500
FY15-16  FY16-17 FY17-18 FY18-19 FY19-20 FY 20-21 FY21-22*

*FY 202122 data based on estimates
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LEGISLATIVE AND PROGRAMMATICCHANGES

DLSSis seeingncreasing workloadmsed less othe volume ofclains thanthe complexityof

investigationd he 3,000averagannualvage claims yield typically simpler investigations and rulings

than many of the newggrams that have beassignetb DLSS. Some of the most complex cases

are related to:

9 Pad sick leave claims which qualify aswvage claimfut can yield compleanalysesnd
compliance orderand takesignificantly longer thanost wage claims;

9 Retaliation claimsare new to thBLSSand takéwice as much effort as individual wage claims;

i Equal Pay Act investigationsnto wage transparengguiremetsare unique to Coloradand
requirenew legal analyseswell asackandforth interactioawith employers to bring them into
compliance; and

9 Direct Investigations, funded by new legislatidifeetive FY2019-20,cover systemic, employer
wide wage violations, spanning dozens to thousands of workers each, commonlyexgeutting
| egal i ssues (e.g., construction worker mi s
obligations under deral and state law, and complex wage payment issues such as travel time)
These investigatioeemmonly take up to a year, with each iigagst able to close only one
direct investigation evely?2 montls, whereagnvestigat@commonly close a dozemividual
wage claims each month.

ANNUAL NON-INDIVIDUAL WAGE THEFT CLAIMS AND INVESTIGATION TYPES

800
m Direct Investigations
600
Pay & Promotion Transparency Cl¢
400

m Unfair Labor Practice & Union

Membership & Classification Claim
200 Retaliation Claims

0 Non-Wage Labor Rights Claims
FY15-16 FY16-17 FY17-18 FY18-19 FY19-20 FY 20-21 FY21-22*
*FY 2122 data is based on estimates

ADMINISTRATIVE COSTS

The Department reports that as a resuhisfincreasingomplery in the nature afasesDLSS is

reportingadditional administrative codtezen by:

i Office space and system DLSS hastaled anund 25.0 FTE since 2019, and with the pandemic,
has also seen an increased neadrfite mailing and printing servicestaft

i Operational efficiency Remote mailingdrinting/phones have proven a) far better in delivering
publicservices by lettinglI3Sre-purpose staffo more productive work, am) a cost savings
of an estimated ann$,912.

1 Workload: Operational expensis DLSS are increasjngail volumédor DLSShas riseri7.0
percenannually and theDivision hasalso seeperemployee &isrisedue to the increases
workloads.
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APPEALS

Appealsncreasetdy over 40.0 percent in 2G2dm the levels seen in 2017 through 2019, the years
prior to new pograms takingffect Over 900 percenbf appeals are by employers, and that
percerdge has been increasing annudliyugh employees can appeal, those are not only less
common, but tygally less intensely litigated.SSLis working to reduce employer appeals by
facilitating settlements with employers that focus on changes in policy and behavior. Additionally, the
Division is now able to focus on lasgale, systemic wage theft violations across many employers,
rather han individual oneff wage violation claims. This will ideally lead to more broad cimanges
corporate behaviors across businesses that will be reflected inflbweradividual claims.

WAGE AND THEFT ENFORCEMENTFUND (WTEF)
DLSSadministers the VEF to investigate wage claim cases and issues citations to collect fines of
various wage violations by employers:

1 A majority of these are failure to respond to investigation notices, failure to provide mandatory
pay statements to employees, and failupayowages that are etetined to be owed to
employeedDLSS has continued to see an increase in the amousgetlaims filed annually;
theresulting fines generally t&4b0,008200,000 each year.

1 In 2019, the legislature enacted statutory prwithat creatd a strategic enforcement unit
within DLSS to investigate and rule on systemic viojatiss expected to generat@ther
six figuresn fines annually.

i The Heahy Families and Workplaces Awide certain paid sickMedaw a new tegory of
wages. Thisxpanded ta potential finesollectegdand sick leave violation fimeguérly reach
five figures

WTEF CAsH FUND RESERVEBALANCE

$1,200,000
$800,000 = Excess Uncommitted
Fee Reserve Balance

$400,000

m Excess Uncommitted
$0 Fee Reserve

FY19-20 Actual FY20-21 Appropriated FY21-22 Appropriated FY22-23 Requested

Fines assessed by the Division are deposited into the Wagd-theft finegary widely in size and
scope, with makes the ability predictthe frequency difficult since they are based on the type and
severity of the violation, themberof employees impacted, and whether a settlegreatreent of

the fine leads todiscounted amount in collections. This unpredictalbithg dnes has exacerbated

thestatutory cash fund limit on uncommitted reserves for this fund.

1 In FY 202122, DLSSeceived a cash fund appropriation of $171,696 to cover program costs,
which resulted in a cash fund statutory uncommgsstve cap of $200000r 16.5 percent
abovethe $171,696his resulted ithe extension ci threeyear cash fund waivtbiat expires
on June 30, 2022.

1 The Dvision has assessed $735,244 in citations through July 202%tenaltésl to receive up
to $1.2 million dollars fahe calendar year if all estimated direestigation citationgea
receivedWith this increase in fines and the waiver expirBi@5is estimating thatwould
not be abléo manage the cap tmeWTEF whilecontinuing tonvestigatevage theftiolatiors.
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Should this request not move forward, the department may seek to request an extension on the cash
fund waiver and an alternative maximum reserve limit for the cash fund going forward.

CONCLUSION

Recent legislation and increasing resporeshglittund wage theft enforcement are putting pressure

on the uncommitted reserve cap for the WTEF. The Department would like to continue its work on
investigating wage theft violations while also maintaining statutory compliance on the fund. They are
thus requestinga) increased cash fund spending authanty b) a legislative change to the
uncommitted reserve cap of the WTH#e department anticipates increasing the spending authority

will take care of the personnel and operating expenses genenatesl dmmplexity of the cases and
statutorily changing the uncommitte@émess cash fund will allow thaviBion to maintain statutory
compliance.
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INFORMATIONAL ISSUEALLOCATION OF FEDERAL
WORKFORCE DEVELOPMEN FUNDS

The Department was al&ged an atitional $60 million in federal fundingHY 202122 to address
the economic ramifications of the COVID pandemiclhe Governor has proposed an additional
$50.7 milliorior workforce investmenats a part of the FY 2023budget.

UMMARY

As measures wetaken in Colorado to respond to the COXtEDpandemic, ungloyment rates

peaked and thederal government passed the American Rescue Plan Act (ARPA) of 2021, in order
to provide states with additional resources. The legislature passed 268, \Rfich allocated $6D

million of ARPA funding to the Department to put towamdestments in reskilling, upskilling, and
nextskillingworkers asvell asxistingprograms and initiatives established under the "Work Force
Innovation Act! Wi t h t s pewdstobudgeting propdsal, an additional $50.7 million would
be put towards investmesirt the workforce.

DiscussIoN

H.B. 211264

In FY 202021, he Department receivadadditiona$6Q0million infederal ARPA fundinig H.B.
21-1264 for Workforc®evelopmentThe funding was allocatesl shown below:

ALLOCATION OF H.B. 211264 INDING

Workforce

innovation

initiatives
29%

Grants throug
local workforc
boards
29%

Statewide
software license

0,
2% Workforce

Grants
5%

Grant funds must be obligategl December 31, 2024 and expended by December 31, :

1 $38.25 million imotal towards workforce areabe$e funds have already been distributed to
local workforce boardwith $20.75 million put towardsaining dollarsfor workforce
development areaad$17.5 milliorgiven tolocal workforce boards grant out to community
workforce development organizations.

2 $3.0 million was allocated for granteammunitybased organizations ate ffirst grantees
were announced on Friday, October 15th.
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3 $1.25 milliotio purchasetatewide software licenses for courses related to training and reskilling
workers, enhance digital platforms for career support, and for a marketing and outreach campaign
over the duration of throgramThe Ready to Rise Campaign launched in Septer@aber 20

4 $17.5 million to the Colorado Workforce Development Council to award for statewide
innovationinitiatives.$4.2 million is for implementation, evaluation, asadiministration of
initiatives whil&1.5 million is being reserved to contract with araéwata look at all of the
ekements funded through the litle evaluator will be procured in the first part of 20&&al
of $13.3 milliomsfor statewide arkforce development initiatives includingNéeigatio and
Coaching Collaborative, Bussasd Industry Suppoiionprofit Partnership Development
andCapacity Building for Partnership and Innovation

GOVERNOR & PROPOSED WORKFORCE INVESTMENT PACKAGE

The Governor has proposed an additional $50.7 nmlli®aeneral Fund for workforce investits

in FY 202223. This funding will be digrsedacrossa number of programs and would not be
distributed solelyhtough CDLE. Details of this proposal are available in Attachment 2 of the
Governords Budget Letter.

GOVERNOR'S PROPOSED WORKFORCE INVESTMENTS

kill building andl /|[Connecting]
iring transition, || |Colorado, .
7,700,000 $7,000,000 Oiiice of New
Americans and
English language
State and Higher Education child care facilities, Office of Future of Work, learning $1,000,00

$30,050,000

$5,000,000

STATE/IHE CHILD CARE FACILITIES: Renovate existing state facilities, including higgheration,
so that thesean be used as child care facilities for state employees and tHO RN

SKILLS-BASED HIRING TRANSITON AND BOOSTING NONDEGREE CREDENTIALS. Provide
opportunities for workerto upskill and reskill with ndegree credentials like certificates, industry
certifications, and apprenticeshi pshasedthrigvi de |
practices(CDLE)

CONNECTING CoLorRADCMo der ni ze CDL E orado &staniCBLEYX | ng Col o
ENGLISH LANGUAGE LEARNING AND OFFICE OFNEW AMERICANS: DevelopCo | or adods Of f

New Americangnd aonetime purchase of licenses toexisting virtual platform thptovides
careeialigned virtual English language clag@B&E and CDHE)
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OFFICE OFFUTUREWORK Bui | d t he stateds capacity to sup
through:creation of a Digital Equity Scorecaddvelopment of a Digitahclusion Workforce
Developmentplan engaging Isitorically excluded populai$y &pandng navigatica suppors.

(CDLE)

CONCLUSION

The Department continues to spend ARPA fundmgarkforce investments in thiate. CDLE

has extensive reporting measures on where this funding hasmddres had to focus mainly on
navigating t complexities of expending ARPA funds, so as of yet has not been able to kaok into t
results of these investments. The Goveamd:sior ds |
with around 60.0 percent of that focused on rengwvettiid care fddies across théade.
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INFORMATIONAL ISSUE: UNEMPLOYMENT
INSURANCE TRUST FUND

The COVID-19 pandemic and economic ramifications burdened the state Unemployment Insurance
funding mechanism and infrastructure. Colorado has borrowed over $1 billidmeffecdetal
government to continue paying bitbenefits.

SUMMARY

1 The COVID-19 pandemic placed uapedented pressure on the SthtS&ystem. Regular Ul
caseloads spiked from a 22,006pprelemic weekly average to over 250,008yir2020. As of
October2021 average weekipseloads are down to ab@kithousand

1 The Stateds UITF, which funds Regul arlt Ul ber
is currently estimated to reach a positive balance between 2024 and 2025, dependemiton ec
conditions in the statBeginningn 2023, employers will pay premiums on a higher rate schedule
with an added solvency surcharge, as well as federaldtmmhcharges.

1 The Economic and Recovery Rellesh Fund (ERRCH)ask Force has been ggated with
options for the state to potentially put federal rfelrefing towards the UlTBalance, anthe
Governor has proposed $600 million be put towarddJlffile. The Task Force will make
recommendations on the use of this funding in December.

1 CDLE has proposed that if there is any cost reduction to employers, it should be backfilled with
stimulus funding to ensure tbagtermhealth of the trust fund.

DISCUSSION

TECHNICAL |NFORMATION

UNEMPLOYMENT INSURANCE

Unemployment insurance (Ul) progsgrovide temporary financial support for individuals who lose
employment through no fault of their own. The system is a joirfedirta undertaking in which

states have flexibility set their Ul benefits analx structure within the confines efiéral lawsn

periods of recession or economic crisis, the federal government provides states with Title XII loans
as needed to pay out regular Ul benefits. The federal government can also provide extended or
additional benefit&\hile hundreds of thousals of Colorado workers received benefits from these
additionaprogramsluring COVID-19 and they were administefeatigh the state Ul systamne

of them affected the UITF

f The federal government has loaned Colorado just over $1 billion to cortiswibtite Regular
Ul benefits, and the Department estimates they will need additional loans in the near future.

1 Interest on these loans is due at the end of the federal fiscal year, September 30th, as long as loans
remain. Colorado paid off the firstind of interest using federal pandewiated funding.
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UNEMPLOYMENT INSURANCE TRUSTFUND BALANCE

The Regular State unemployment system relies on payments from employers (insurance premiums),
which are deposited into the UITF, and then used to pdewetits. Since the beginning of the
pandemic, the State has paid out $3.3 billion in regular Ul benefits to unemployed workers, quickly
exhausting UITF reserves and drawing upon federal Title XII loans (started August 18, 2020). The
Department expects ti$4 billion in federal loans to grow through 2022. The CDLE graph below

reflects current projections of the UITF balance under both a weak and strong forecasted recovery
model.

Colorado Unemployment Insurance Trust Fund Balance (Millions)

(Forecasts 2021-2026, Based on Current Law and No Injection of Federal Funds)
$2,500

$2,000

$1,500

Approximate balance needed to trigger off solvency surcharge,

_based on total wage and reserve ratio assumptions f .
$1,000

$500

SO AN
\/

-$1,000

-$1,500

-$2,000

March 2019
June 2019
Sep 2019
Dec 2019
March 2020
June 2020
Sep 2020
Dec 2020
March 2021
June 2021
Sep 2021
Dec 2021
March 2022
June 2022
Sep 2022
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March 2023
June 2023
Sep 2023
Dec 2023
March 2024
June 2024
Sep 2024
Dec 2024
March 2025
June 2025
Sep 2025
Dec 2025
March 2026
June 2026
Sep 2026
Dec 2026

Source: Colorado Department of Labor and Employment

TaxaBLE WAGE BASE

Employers pay state Ul premiums on a portion of each employs wage: t he taxabl
Colorado taxable wage base was held at $10,000 from 1988 until 2@ Wawireeixed to average

changes in weekly earning$1.B. 111288. The chart below highlights the differences in the nominal
wage base and treame wagbaseadjusted to 202Consumer Price Index inflation levels. This
highlightghe changan the real value die taxable wage baser timeSenate BiR0-207 increases

the taxable wage base by $3,400 annually through 2026. The graiffeBaknce shown above
incorporates these wage base adjustments into the fund projections.
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REAL AND NOMINAL CO TAXABLE WAGE BASE

$25,000 Real Taxable Wage Base

$20.000 Indexed to 2021

$15,000 —

$10,000 Nominal Taxable Wage Bas
$5,000

1988 1991 1994 1997 2000 2003 2006 2009 2012 2015 2018 2021

PREMIUM RATES

Employer premium rates on the taxable wage base are determined by two fattore (hpal oy er 0
experience ratingnd (2) the statutorily detened rate schedule for that year based on the UITF
balance the previous Juné.30 Ex peri ence ratings are based on
the COVID-19 pandemic, COVHelated separations were removed from this .r&towever,

layoffs sinceeSpt e mber 6, 2021, do count towa'rdss e mp]l
fund balances triggered the shift to the second highest rate schedule in 20ighedttinate

schedule in 2022 rate sadule chart is available in Appendik Dhe graptbelow details where

CDLE is estimating mammployersvill fall on this rate schedule in 2022 as compared to 2021.

Ul Premium Rate Distribution 2022 (Red) vs. 2021 (Green)

(Experience-rated employers only)

90,000

80,000

70,000

Estimated share of employers
60,000 with premium rates under 2%

#2021 = 69 percent

#2022 = 73 percent

50,000
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Source: Colorado Department of Labor and Employment

SOLVENCY SURCHARGE

The solvency surcharge goes into effect in a calendar year if on the previollstienesfve

ratio ofthe UITF balance falls below 0.5 percetutaf wages reported by employ€ne surcharge

remains active until the June 30th reserve ratio reaches 0.7 percent, which triggers it off the next
calendar year. On June 30, 2020, the reserve ratio hao faBpercent, however, S.B.-20/
suspended the solwnsurcharge for 2021 and 202BLE currently estimates the solvency
surcharge will be ggered in 2022024, and 2025. The Governor has proposed continuing to keep
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the solvencgurchargeff in 2023Sol vency surcharges are added
rates and areegendent on employer experience mating

FEDERAL UNEMPLOYMENT TAX ACT(FUTA) CREDIT REDUCTIONS

Empl oyers in Colorado pay federal Ul premi ums
salary. This is typically used to pay State program tdtiunisosts. This percentage remains
constant as long as a state operates its unemployment insurance program within the broad parameters
established by federal authorities. This is becauseTherate is 6.0 percent with a 5.4 percent

credit. If the site has an outstanding Title XlIl loan on consecutive January firsts, that credit begins

to decrease by 0.3 percent on an annual basis. Based on current forecasts, Colorado had an outstandin
Title Xll loan balance on January 1, 282d will hag one onanuary 1, 202as wellThis triggers

a FUTA credit reduction in 2023, with potential for a credit reduction in 2024, dependent on economic
recovery. This equates to an additional $21 per employee ipeflegeaal Ul premiunes long as

an outstandinpan balance remains.

STAKEHOLDER |INPUT

The ERRCF Task Fordeeld public testimony on thise of the ash fundand the UITF balance.

Groups provided testimony along the following lines:

f  Employer interest groupsquested recovery fundomtowards the IIF balance

1 Employee intest groupsdvocatedor fundingto go toward$ero pay for frontline workers

Given recent conversations with the US Treasury and US Department of Labor, along with members
of Col oradods c ginsgunlikesConrgress will takd actioe an soanifoogiveness or

zero percent interest bonds.

GOVERNOR & PROPOSAL AND COST SCENARIOS

The Governohas proposed a $500 million General Fund and $100 million federal &tnteitve

towards the UITF balance, as well asrtgrthie solvency surchaajéor 2023 As thedebt with the

UITF lies with the federal government, CDLRIldase this money toypass the trust fund and pay

off part of the loan balance.elexecutive branch believes this wootdmpact the 10 percentule

for enterpriseas the monewyould not ballocated to the Ul Division, buttothec e c ut i ve Di r e
office.

The Department hasquucecemployer cost scenarios through 2026 based on economic projections

and potential State investment. Theseasos are located éppendix D2. They were produced

based on a hypothetical average employer who is meant to be representative of the experience many
employers will have. The table below refleese scenarios broken down to aepaployee cost.
Theseosts reflect thdiscussed changes to base premiums, solvency surchangespeerd federal
premiumsSpecific data andlikes used are available in the AppenDitirough DB5.

PER EMPLOYEE COSTS IN20172020CoOMPARED TOEXPECTED COSTSIN 20232026

Estimated ifference in Per
Timeframe State Investment Scenarios Per Employee Cost Employee Costs Between 2@020
and 2022026

20172020 $ 2,379.30
$0 into UITF $ 2,476.60 $ 97.30
20232026 w/a SWong. ¢y it UITF $ 2,377.40 $ (1.90)

Economic Recovery
$600n into UITF $ 2,357.56 $ (21.73
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1 Atarecent Task ForomeetingpntheERRCF, this $500 million investmeasalternatively
estimaed as emnlpyers seeing an average of 0.1 pestpayroll over fivgeas.

CONCLUSION

With the taxable wage base changes in &B72the UITF is séb become solvent infyears

with nofurther policy changes. Apart from UITF solvency however, employers will be paying higher
premiums over the next few years driven BiyARtJedit reduction costs, higher rate scleedahd

the solvency surchardéne Department has provided the interim Economic Recovery and Relief
Task Force with projections that show the impact on the State and employers in upcoandg years
the Task Fice will make forthcoming recommendations to the General Assembly on the use of the
Recovery and Relief Cash Fund and how it may be used to address the UITAd@idmmadly,

the Governor hagroposed a $600 million doliavestment in UITF fee rdlito be accomplished
through separate | egislation. The Departmento
to the UITF.
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INFORMATIONAL ISSUEUNEMPLOYMENT
INSURANCEAUDIT

The COVID-19 pandemic placed unprecedenfdministrative pressuwra the Stat&Jl SystemA
March 2021 annual financial report fothedColorado Department of Labor and Employment did
not provide critical information needed for proper records keeping and owvetsigbgards to
Unemploymeninsurance.

SUMMARY

1 The Depatmentreceived 548,000 unemployment claims Judyn2019 to June 2020efimes
the average 109,000 claims dher previous threesgrs Of the record claims33,000 §0.0
percent)were filed betweéviarch 18 and April30" in 2020

1 In March 2021, an annual financial audit of the Department found it significantly lasking in

financialrepotng and i nternal controls. The audit f
adequate methodology to substantiate theagstirmmount of receivables and payables within
the Unempl oyment I nsurance Fund. 6

1 Based on the audit and its findings, the Department is implemeniaongcesses drprotocols.
The Office of the State Auditorasowrapping up a performance audit @ tH Division, and
the firdings will be presented to the Legislative Aodiindttee (LAC)on December 6, 2021.

DiscussIoN

During the COVID19 pandemic, the federal government provided federally funded Pandemic
Unemployment Assistan@UA) Pandemic Emgency Unemployment Compensa(BeUC)

and State Extended BenefB&B) State Extended Benefits are nornadiliyy percent state and
federal split, however, during the pandemic the federal government made pleeserit@@derally
funded While the federal goverent provided these benefits, the State Ul system wassiiglgpon

for distributing thenon top of regular Ul assistan€his led to unprecedented caseload levels that
thesystem was admittedly unprepared for.

As shown below ftar the initial stay at hamorder was issued in late Marcmassive surge of
unemployment claims drove most states to forgo adjudication and pay claims qujckith fhgen

passage of tifederalCARES Act, PUA was created which required states to provide benefits based
on sei-certification of eligibility. Coupled together, these created a massive itylfariaahtity

theft fraud in the Ul system, primarily with P/ federal programs ended on September 6, 2021,

and the state administrative fosusow on processifgackdate requests, working through various
backlogs, investigating and prosecuting fraudulent claims, and enhancing infrastructure to address
issues identified through various avelikethe audit.
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Colorado Regular Ul, Pandemic Unemployment Assistance (PUA), Pandemic
Emergency Unemployment Compensation (PEUC), and State Extended Benefits (SEB)
Continued Weeks Claimed

Thousands
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Source: Colorado Department of Labor and Employment; Employment and Training Administration

*Continued weeks claimed: a claim filed to request payment for a given week after eligibility has been established. Weeks claimed provide information as to current labor market conditions.

**Regular Ul, Pandemic Unemployment Assistance (PUA), Pandemic Emergency Unemployment Compensation (PEUC), and State Extended Benefits (SEB) claims reflected in this chart.

PUA program started in Colorado week ending April 25, 2020. PEUC progam became active in Colorado in early July and extends unemployment benefits by an additional 13 weeks through the CARES Act,
and another 11 weeks through the Continued Assistance Act. SEB program became active in Colorado in mid-August and extends ur ploy benefits by an it 13 weeks. SEB triggered off

at the end of November due to the IUR falling below 5%. However, continued claims data for the SEB program will still show up after November due to backdating and other reasons.

***Weekly average of regular Ul continued weeks claimed in 2019 was 18,600; during the Great Recession (2009-10) the weekly average was 67,600.

****Weekly average of last federal extension program (Emergency Unemployment Compensation 2008) from 2009-11 was 51,900.

“““ Claims totals for regular Ul and PUA for weeks ending 01/16/21 to 05/08/21 have been revised from previously reported in an attempt to adjust for fraudulent activity within those programs
during those weeks.

AUDIT FINDINGS

i The Department had not adjudicatedlalms for Ul benefits that were paid during Fiscal Year
2020, and therefore could not estimate the amount of payments that had been made due to error
or fraud.

i The Department did not have an adequate methodology for calculating and recording the
estimatd amount of receivables and payables for Ul payments, which resulted in unverifiable
adjustments of $2.1 billion in the Unemployment Insurance Fund.
The Departmergtruggled to provide auditors with accurate and timely data.
i The RJA application was cording and applicants were overpaid because they used their gross
income instead okhincome to qualify for fundehe department wrote off these overpayments
in mass in October 2020.
The audit focused on financial accountability and did not addressipmalil as long waits at call
centersglitches in the computer systamqg incorrect federal tax forms.

=)

FRAUD

Many of the accountirigsues the Department had wedated to fraudPrior to thepandemic,
unemployment fraudccurred mostommonly whemvorkers continued to collect benefits while
earning income without reporting it to the Divisidre system was not as vulnerable to identity theft
because, as part of the normal adjudication process, CDLE would notify all employers who had
reported wages rfdhe claimant that a claim was filed, and would give them a chance to provide
information on the separation, which would weed out most fraudulent\&Mglimibespike in Ul
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claims leading the Department to forego adjudication afed#ral governmempirovidingPUA
based on setfertification, different actors were able to manipulate the system and commit Ul fraud

f
f

Because of the backlogwfprocessed or unadjudicated unemployment insurance ttlaims
Department struggled to identify how much moresylest to fraud.

The Department also struggled with identifying and providing documentation on estimations of
overpayments, whether due to errors or fraud, as well as clearly documenting incomes and
expenditures.

The MYUI+ System was delayedtslaurch until January 2021hi¥ allowed more fraudulent

claims to come through in an older system that was not built to detect this type of fraud.

Since the audit was completed, the Departmenmpésmentedseveral measures against fraud
including

f
f

Increasg anti-fraud measures from the five usedrgo the pandemic twow more thar60.
Implementing technology solutievith IDme, whichrequires users with holds or who are new
to the system to get their identities verified before benefits can Beh@gailave published
associated outcomes on their Ul customer setagtdoard as seen below \ilith updated
numbersas ofOctober 31, 2021.

T Partnering with t he cratdtieColeago Uaempleyment Foaad T&sk f i ¢
Force tanvestigateral prosecute thosespected of committing Ul fraud.
$631.52 Million
Confirmed Fraudulent
— Payments Prevented
Claimants Sent to ID.me
ot Vet $29.3 Million
Payments Released Confirmed Fraudulent
A Payments Lost
OuUTCOMES

The Departmet agreed to implement a number of awtibmmendations beginning in September
2021 and continuing through March 2022y havelp to this pointaken the following measures:

1
2

3

Established enhanced reporting for financial liabilities

Enacted a plan to build out signifibamtore financial accounting functionality in MYUI+ with
anexpected delivery date of June2ZR22;

Developed clear procedures to ensure future audits woivd afidbe required information to
perform an audit

Bolstered the fraud investigations tesmd

Contracted with an audit and accounting firm to analyze internal financial processespand devel
sufficient internal controls
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CONCLUSION

In March 2020dra st i ¢ measures were being takoevidet o pr
financial assistantehouseholds in Colorado. At that tithe, State Ul program was not prepared

to ether accurately account for these incrdasaefits or combat theaampanying identHdyased

fraud. Theaudit of the Department at thene reflected tlse deficiencies and showwsalv
overwhelmed the Ul system was. Since the audit, the Dephasanitinuethb implement changes

and preeduredased on the auditt@mmendations.
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APPENDIX A
NUMBERSPAGES
(DIGITAL ONLY)

Appendix A details actual expenditures for the last two fiscal years, the appropriation for the current
fiscal year, and the requested appropriation for next fiscal year. This informigitbhyidifie item
and fund sourcdppendix A is only avallable in the online version of this document.

Note: An asterisk (*) indicates thatfNe202223 equest for a line item is affected by one or more
decision items.
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APPENDIX B
FOOTNOTES AND INFORMATION REQUESTS

UPDATE ON LONG BILL FOOTNOTES

The General Assembly includes footnotes in the annual Long Bill to: (a) set forth purposes, conditions,
or limitations on an item of appropriation; (b) explain assumptions used in determining a specific
amaunt of an appropriation; or (c) express legislative intent relating to apyiapr. Footnotes

to the 202 Long BIl (S.B. 22209 can be found at the end of each departmental section of the bill at
https://leg.colorado.gov/bills/sb2205 The Long Bill footnotes relevanthe document are listed

below.

66 Department of Labor and Employment, Divisioi @ocational Rhabilitation and
Independent Living Services, Vocational Rehabilitation Pregraaddition to the transfer
authority provided in Section-28108, C.R.S., the Department may transfer up to 15.0
percent of the total appropriation among the follovimegitems in this sectioRersonal
Services, Operating Expenses, Vocational Rehabilitation Services, School to Work Alliance
Program, and Vocational Rehabilitation Mental Health Services.

CoMMENT : This footnote provides additional flexibility to the d&&pent, adding the abiltty
distribute fundingmong line items.

67 Department of Labor and Employment, Division of Vocational Rehabilitation and
Independent Living Services, Vocational Rehabilitation Programs, Vocational Rehabilitation
Services- Amounts in this line item are calculated based on the assumed federal match rate
of 78.7 percent federal funds to 21.3 percent nonfederal funds and are assumed to be
demonstrated on a federal fiscal year basis.

COMMENT : This footnote expresses legislatitent given that the (M) notation previously included

on this Ine item was eliminated in FY 2@20 The Department has consistently indicated that it
complies with the required federal match rates for this program (78.7 federal/21.3 percent.nonfederal)
However, in order to obtain the greatest flexibility in the use of the federal funds, the Department
may ooverspenddéd the state share during the st
federal fiscal year basis.

68 Department of Laborand Employment, Division of Vocational Rehabilitation and
Independent Living Services, Vocational Rehabilitation Programs, Vocational Rehabilitation
Services; and Office of Independent Living Services, Independent Living Sdrvices
addition to the tmasfer authority provided in Section7341.08, C.R.S., if authorized by an
independent living center based on a cooperative agreement between the independent living
center and the Division of Vocational Rehabilitation, the Department may transfer General
Fund from the Independent Living Services line item to the Vocational Rehabilitation Services
line item, in an amount agreed upon between the two entities, for the purpose of drawing
down federal funds for the provision of vocational rehabilitation services
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ComMMENT : This footnoteprovidesadditionalflexibility to the Department, adding the ability to
transfer among line items based on agreements between independent living centers and the
Department. Amounts in the Vocational Rehabilitation Servicesiaea subject to a 78.7 percent

federal match rate, while direct appropriations for independent living services are not.

69 Colorado Department of Labor and Employment, Division of Vocational Rehabilitation and
Independent Living Services, Office addpendent Living Services, Independent Living
Services Of the General Fund appropriation in this line item, 10.0 percent remains available
until the close of the 2023 fiscal year.

CoMmMENT : This footnote expressesultiryear é@partmental spending laotity to allow
Independent living offices greater flexibility.
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UPDATE ON LONG BILL REQUESTS FOR
INFORMATION

The Joint Budget Committee annually submits requests for information to executive departments and
the judicial branch via letters to the Gowoe other elected officials, atlte Chief Justice. Each

request is associated with one or more specific Long Bill line item(s), and the requests have been
prioritized by the Joint Budget Committee as required by SegRO3 23), C.R.S. Copies ofsthe

letters are includeda@asAppendixin the annual Appropriations Rep@ppendix H in the FY 2021

22 Report):https://leg.colorado.gov/sites/default/files/fy2ZA2apprept_@df. The requests for
information relevant to this document are listed below.

REQUESTSAFFECTING MULTIPLE DEPARTMENTS

1 All Departments- Based on the Department's most recent available record, what is the FTE
vacancy and turnover rate: (1) by depattrf®rby division; (3) by program for programs with
at least 20 FTE; and (4) by occupational class for classes that are located within a larger
occupational group containing at least 20 FTE. To what does the Department attribute this
turnover/vacancy expence? Do the statewide compensation policies or practices administered
by the Department of Personnel help or hinder the department in addressing vacancy or turnover
issues?

COMMENT : The Departmensubmitted the following information regarding the stqUdey
highligh that increased FTE in the Usion caused a significant change in the datarwixe,

the Divisions of Employment and Training and Labor Standards and Statistics had the highest vacancy
rates in FY 202P1.

DEPARTMENT OFLABOR AND EMPLOYMENT FY 202021

Total Separations 193
Turnover Rate 13.7%
VACANCY RATE BY DIVISION FY 2020621
Executive Director's Office 4.8%
Division of Unemployment Insurance* -43.8%
Division of Employment and Training 10.1%
Division of Labor Standards aBtatistics 15.0%
Division of Oil and Public Safety 0.0%
Division of Workers' Compensation 9.1%

Division of Vocational Rehabilitation and Independent Living Services  0.®%

Division of Family and Medical Leave Insurance 0.0%
*The Division of Unemploymelfnisurance increased FTE to respond to the pandemic needs.
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DEPARTMENT OFLABOR AND EMPLOYMENT
2 Colorado Department of Labor and Employment, Division of Unemployment Insurarce

Division is requested to identify key performance indicators for tliesstatet n e mp | oy me

insurance programs that indicates how promptly and effectively the Division is responding to the
needs of unemployed Coloradans. This report should build on the Daily Dashboard developed
by the Division and may include federal performadicaiors that the Department believes are
most relevant (e.g., Ul claimant volume, payments, duration, dmdefipstyment timeliness)

and measures such call volumes and response times, call center staffing, fraud holds, fraud

releases, average timéldraud release, and, if available, data on the volume of fraudulent
payments made and recovered. The Department is encouraged to identify the report elements it
believes would be most relevant and helpful for internal and external stakeholderstand to wo
with the Governoroés Office, JBC staff, and
The Department is requested to provide the first report to the Joint Budget Committee and
include the report on its website no later than July 1, 2024 la@sd than monthly thereafter.

ComMMENT : The Department has compliedhathis request, providing ther@mittee with monthly

Ul metric reportsisce July 1, 202The information provided factored heavily into the issue briefs
on Ul. (DLE discontinuedlbefederal progranm September 8021in compliance with federal law.
Claimants on Pandenmimemployment Compensation and Pandemic Emergency Unemployment
Compensatioare likely ndonger eligible for any benefits.

9 CDLE will continue to process any baeeks that are owed to claimants.

9 CDLE will continue to allow staff to file backdated pandemic claims if needed.

With the expiration of federal programs, CDLE is focusing its efforts towards claims that need back
weeksgprocessed due to claimant erropadnent errors, or system erristh the expiration of
pandemic related laws, CDLE is no longer able to use vendor staff sugpmythfog except the

call ceter. The Department isvorking through additional hiring and contract changes to
accommodatthis shift

The Departmenis alsomaintaining an Ul Customer Service Dashboard that has been updated
monthly from January 2021 onwailse Dollars and People Paid and Integrity Holds columns
reflect cumulative data, and the Customer Service Cal Celuem represents monthly data.

Ul Customer Service

5@5 $631.52 Million
% @ Confirmed Fraudulent
Payments Prevented

Dollars and People Paid Customer Service Call Centers* Integrity Holds**

Dollars Paid 10.28.21 Claimants Sent to |D.me
**Total: $4,691,415,030 Calls Answered: 991 2,558,527

- -
*Daily: 51,769,355 Completed Callbacks: 469 2 g 3 M 11
Identities Verified: S L] l lon

Call Handle Time:

People Paid B 374,076
— 11 mins

t";’::tiff:l Average Call Wait Time: Payments Released CO n ﬁ rme d F rau d u | e nt
Payments Lost

1second $261,065,402

**Datais reflective of the launch of MyUl+ in January 2021 through October 28, 2021.

Data is reflective of the start of the pandemic

Data reflects the total for 10/28/2021. through October 31, 2021,
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3 Department of Labor and Employment, Division Of Vocational Rehabilitation and Independent
Living Services, Vocational Rehabilitation Prograrhe Department is requested to provide
a report by November 1 of each yeartlee number of individuals receiving vocational
rehabilitation servicesc¢luding: a breadkown by category of the number of individuals receiving
services and the number for whom a determination is pending; the average cost by category of
services; thmost recent actual fiscal year and projected current fiscal year expenditures, and the
projected balance of the State's federal vocational rehabilitation account. The Department is also
requested to provide data on vocational rehabilitation employmesrestancluding

Employment First outcomes.

COMMENT :

The Departmensaw a slight decrease in total clients served in FZR20%8 of June 30, 2021, the
Department reported 7,6@ular vocational rehabilitat{diR)clients on its rosters, inclngithose

who had completed eligibility determinations but were not yet receivieg.deraiddition, it served
1,630studenty YPs)through the School to Work Alliance Program who have not undergone full

vocational assessments.

TOTAL VOCATIONAL REHABILITATION AND YP ENROLLMENT DATA

15,000
10,000
5,000
FY14-15 FY15-16 FY16-17
CASE STATUSOF INDIVIDUALS
RECEIVING VR SERVICES™
Application*

PostEmployment
1%

7%

Eligible
16%

FY17-18

FY18-19

CATEGORIZATION OF INDIVIDUALS
RECEIVING VR SERVICES*

Significani

Disability
22%

*Individuals in the applicant stage have not yet received a disability priority category

** Data representative of FY 22D
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FY19-20 FY20-21
Disability Pending
2% 2%
Most
Significani
Disability
74%
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The Department provedl updates on the following categories as well. GO3Aias reportedly

a factor in some caseload decreases.

VOCATIONAL REHABILITATION RFIDATA

CASELOADS

VR Client caseload
YP Client caseload
Total caseloads
OUTCOMES
Successful closures

Average exiting client wage

CosTs

Average cost per VR client*

Average cost per VR and YP client

Staff calculated cost per VR and YP client**

Actual expenditures

*Excludes costs for VR staff

FY 201829
6,663

6,663

2,009
$14.69/rour

$2,499

$8,019
$53,429,365

FY 201920
7,955
1,442
9,397

1,946
$15.61/hour

$3,799
$3,216
$5,540
$52,281,392

**|Includes costs for VR staffalculated based on total actual expenditures

FY 202021
7,634
1,630
9,264

1,515
$16.65/hour

$3,743
$3,803
$5,339
$50,381,833

The tabldelow shows the federal amounts received and match required ovesixfedast! fiscal

years.

TABLE 4 PROJECTEDBALANCE OF VR GRANT

Federal Award Award

FFY 14
FFY 15
FFY 16
FFY 17
FFY 18
FFY 19
FFY 20

18Nov-2021

$40,918,495
$41,000,267
$42,317,015
$38,998,851
$44,504,499
$47,794,163
$47,719,455

Federal Expenditures Match Requirec Match 2 years Prior MOE Penalty

$40,91895

$35,710,313
$22,721,805
$38,998,851
$44,504,499
$47,794,163
$47,719,455

$11,074,510
$9,664,926

$6,149,612

$10,554,962
$12,045,055
$12,394,100
$12,915,177

Base Year
Base Year
$11,074,510
$9,664,926
$6,149,612
$10,554,962
$12,045,055

$576,036
$1,174,669
$4,924,828
$0

$0

$0

$0
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4 Department of Labor and Employment, Division of Vocational Rehabilitation and Independent
Living Services, @ée of Independent Living Servieebhe Department is requested to submit
to the Joint Budget Committee, by November 1 of each year, its annual report on independent
living services and outcomes. As part of this report, the Department is requetbele eaita
on the distribution of state funds to independent living centers and the numbers of clients served.

COMMENT :
In former yearghe Departmerttassubmitted a more comprehensive report from the Independent

Living Center@lLCs)that was geared & broader audience. This year however, it simply reported on
the distribution of funds and clients served.

The report indicated that the ILCS seme@verage of 2,253 individuals per month in F¥22020
a 229 individual decrease from the prevearsayerage.

INDIVIDUALS LIVING AT INDEPENDENT LIVING CENTERSIN FY 202621

3,000

1,000
July Aug Sept Oct Nov Dec Jan Feb Mar Apr May June

EachILC, located in the counties highlighted bealeggives a) base funding pursuant to statdte
b) an allocated share based on factors such as popktatating allocations in FY 2622 remained
at the same level as is FY 2P20Unspent funds were transferred to Vocational Rehabilitation

programs at the end of the year
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